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CIVIL AERONAUTICS BOARD
Authority to release financial audit reports in order to obtain a more complete
record supporting financial evaluations has been delegated to the Director
of the Bureau of Carrier Accounts and Audits (see the 4/2/80 Fed. Reg.,
p.21612). The final rule is effective as of 3/25/80. For further information
contact Raymond Kurlander at 202/673-5270.
FEDERAL DEPOSIT INSURANCE CORPORATION
Revisions to rules of practice and procedure of the Federal Deposit Insurance
Corporation are the subject of proposed rulemaking announced 4/4/80, (see
the 4/4/80 Fed. Reg., pp.22955-72). The proposed rule would significantly
revise the FDIC’s existing regulations governing proceedings brought under
Section 8 of the Federal Deposit Insurance Act and other statutes. The
revision is being undertaken to conform with Executive Order 12044, Improving
Government Regulations. Comments are requested by 6/3/80. For additional
information contact Werner Goldman at 202/389-4324.
FEDERAL ENERGY REGULATORY COMMISSION
Tax normalization rulemaking for certain items reflecting timing differences
in the recognition of expenses or revenues for rulemaking and income tax
purposes has been proposed by the Commission (see the 4/3/80 Fed. Reg.,
pp. 22053-110). The FERC is proposing to issue a rule permitting a public
utility or interstate pipeline making a rate filing to use tax normalization
to compute the income tax component for its cost of service. Comments are
requested by 6/30/80. For additional information contact Angela Lancaster
at 202/357-8333.
FEDERAL RESERVE BOARD
Monthly reporting of credit activity by large banks, U.S. branches of foreign
banks, bank holding companies, finance companies and selected corporations
will be required under a final rule issued by the Board of Governors of the
Federal Reserve System effective 3/28/80, (see the 4/4/80 Fed. Reg., pp.2288385). The rule, implemented under authority granted by the Credit Control
Act as part of the FRS’s Special Credit Restraint Program, will be used to
monitor developments in credit markets and compliance with the Program. Smaller
U.S. banks ($300 million to $1 billion in assets) will be required to file on
a quarterly basis. The regulations, contained in Subpart D (12 CFT 229) also
include penalties of $1000 and one year imprisonment for violation of the
reporting requirements.
GENERAL ACCOUNTING OFFICE
A recent GAO investigation which uncovered widespread mismanagement and wasteful Federal spending of millions of dollars annually for private consulting
contracts was the subject of a 4/3/80 joint hearing by the Senate Subcommittee
on Civil Service and General Services and the House Subcommittee on Human
Resources. Chaired by Sen. David Pryor (D-Ark) and Rep. Herb Harris (D-Va)
testimony was heard on behalf of the DOE, FAA, DOT, HUD and HEW. The
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witnesses generally stated that outside consultants were used only when
inhouse expertise was unavailable, or time constraints restricted inhouse
capabilities.
While Sen. Pryor questioned the feasibility of licensing
consultants, it was generally felt this would only increase expenditure
for the agency. Sen. Pryor and Pep. Harris, although acknowledging the
need for outside consultants in Federal agencies, are considering the
introduction of legislation to eliminate waste and abuse in government
consulting services.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Procedures for the collection of debts that grantees and contractors owe
to the U.S. under programs administered by the Education Division has been
proposed by the Department (see the 4/1/80 Fed. Reg., pp.21303-06). The
regulations are designed to encourage debtors to make prompt and full
payment voluntarily. Additionally, they describe alternative collection
methods that the Education Division may use if a debtor fails to pay
voluntarily. The proposed regulations will be incorporated into the
final version of the Education Division General Administration Regulations
(EDGAR). Comments are sought by 6/2/80. For further information contact
William Ward at 202/245-8360.
In a related matter, the Department has issued complete Education
Division General Administrative Regulations (EDGAR) (see the 4/3/80
Fed. Reg., pp.22494-631). The general regulations apply to direct grant and
State administered programs administered by the Education Division. The regulations
are directions for grant application and procedures for every aspect of
the procedure including fiscal control and fund accounting, financial
reports and Reports under the Joint Funding Simplification Act. For
further information contact Neal Shedd at 202/245-7091.
JUSTICE, DEPARTMENT OF
The Criminal Division of the Department of Justice will under certain conditions
review proposed conduct and state its present enforcement intentions under
Sections 103 and 104 of the Foreign Corrupt Practices Act (see the 3/31/80
Fed. Reg., pp.20800-01). Although the DCJ is not authorized to give
advisory opinions, it is willing to aid corporations in complying with
the FCPA and has set conditions for the review procedure. Some of the key
conditions are: that requests may only be submitted by a party to the
transaction which is in question; the request must concern proposed conduct
only; in certain cases the chief executive office of the party requesting
review must sign the request; after a review, the Criminal Division may
state its enforcement intention under sections 103 and 104 or it may not
and may choose any position or action it deems appropriate; and; the review
letter can be relied upon by the requesting party to the extent that
disclosure was accurate and complete and to the extent that disclosure
continues accurately and completely to reflect circumstances after the
issuance of the letter. This procedure will be effective 3/20/80 and is
contained in Chapter I of Title 28, Code of Federal Regulations, Section
50.18. For additional information contact James Graham at 202/724-7029.
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SECURITIES AND EXCHANGE COMMISSION
Hearings on Stephen J. Friedman's nomination as a Commissioner at the Securities
and Exchange Commission were held on 4/1/80 by the Senate Banking Committee.
Committee Chairman, Sen. William Proxmire (D-Wis) generally praised
Friedman’s nomination but expressed some misgivings about a possible
’’appearance of conflict of interest" from Friedman’s association with his
New York law firm and the possibility that he would return there after
leaving the SEC. Proxmire also questioned Friedman as to whether he could
maintain his independence inspite of his previous position in the Carter
administration. Friedman answered that he anticipated no problems in
either the conflict question or in maintaining his independence from any
administration. Sen. Sarbanes (D-Md) praised Mr. Friedman's qualifications,
and the Committee, through Sen. Proxmire, expressed the hope that confirmation
could be dealt with promptly.
SMALL BUSINESS ADMINISTRATION
A measure that would permit businesses to retain considerably more money for
business purposes has been introduced by Sen. Gaylord Nelson (D-Wis)
as part of a continuing effort to help small business raise and retain
capital. S.2480, would raise the current accumulated earnings ceiling
of $150,000 to $250,000, in large part to account for inflation since
the current level was set in 1975, and partly to allow some leeway
for future price increases. According to Sen. Nelson, "A higher
ceiling would be of considerable benefit to helping small business
adjust to economic circumstances without being subject to possible
penalty taxes depending on an IRS audit." Nelson, who is chairman
of the Senate Small Business Committee asked for consideration of the
bill as part of earlier hearings before the Taxation Subcommittee of
the Senate Finance Committee. That subcommittee is considering a broad
range of capital formation legislation introduced by Sen. Nelson and other
Small Business Committee members as part of a program suggested by the
Senate Task Force on Small Business, which Nelson also chairs.
TREASURY, DEPARTMENT OF
Business groups and accounting firms appearing before the House Ways and
Means Committee 3/31/80 expressed support of a proposal (HR 5076) offered
by Reps. Barber Conable (R-NY) and James Jones (D-Ok) to limit states'
abilities to use the unitary accounting method to determine tax owed by
corporations within their jurisdictions. State taxing authorities also
testified and indicated their opposition to the measure, arguing that the
measure would cost them revenues and unjustifiably usurp the authority
of the states to levy their own taxes. The Treasury Department generally
supported the bill's provisions to limit state unitary apportionment
taxation systems as applied to foreign corporations but opposed requirements
on state taxation of dividends received by a corporation from a foreign
firm. Under the unitary system, some states tax the income of corporations
within and outside their jurisdictions by apportioning the income by a
formula incorporated in the unitary method. The proposed bill would
prohibit states from utilizing the unitary method and including in a
worldwide combination, the income of foreign affiliates of corporations
doing business with a state. The issue is controversial and will undoubtedly
involve further debate.
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Temporary excise tax regulations were issued by the Internal Revenue Service
4/4/80 to accommodate the implementation of the Crude Oil Windfall Profits
Tax Act of 1980 (see the 4/4/80 Fed. Reg., pp.23384-99). The temporary
regulations under Code sections4986-89, 4991-97, 6050c, 6076 and 6402
implement various sections of the Act. Additionally, the temporary
regulations are prescribed as final regulations in (26 CFR part 51). These
regulations are effective with respect to oil removed after 2/29/80.
Written comments will be accepted until 6/3/80. For further information
contact David Cubeta at 202/566-3926.
A revised tax restructuring package (HR 7015) including $115 billion in
social security and income tax cuts, a 10% Value Added Tax (VAT), and
a new depreciation scheme was introduced on 4/2/80 by House Ways and
Means Committee Chairman A1 Ullman (D-Ore). The bill includes a capital
cost recovery system to replace the current depreciation system, a tax
deduction to ease the "marriage penalty" and Federal spending limits.
Food, housing and medical costs would be exempt from the VAT in the
new legislation. The proposal is designed to shift taxation toward
consumption to help control inflation and increase productivity without
raising budget deficits. The new depreciation plan would, like the
10-5-3 depreciation bill proposed earlier, replace the current useful
life concept involved in the Asset Depreciation Range (ADR) method of
depreciation. The Ullman bill which was drafted in cooperation with the
AICPA Small Business Taxation Subcommittee would apply a fixed percentage
of 100, 150 or 200 percent of the straight line rate for depreciation
in each of four recovery accounts. For buildings, the proposal includes
a new set of tax lives that are 35% below current lives. The bill also
includes a limit on Federal spending of 22.6% of GNP in fiscal 1981 or
approximately 20% of GNP in the long run. The marriage penalty would
be eased by a provision allowing a couple to deduct up to 10% of the
first $20,000 of income of the spouse who has lower earnings.
Legislation to correct a deficiency in the structure of the excise tax system
has recently been introduced by Sen. Russell Long (D-La). S.2485 imposes
the second-tier tax at the time the IRS mails a notice of deficiency to
the taxpayer with respect to that tax. The second-tier tax would be
abated if the prohibited act is corrected by the end of the "correction
period." This would give the Tax Court jurisdiction to redetermine the
second-tier tax while at the same time prohibiting collection of the
tax during the period provided for court review and correction of the
transaction. The bill simply corrects a procedural defect in the provisions
relating to private foundations, pension trusts, and black lung benefit
trusts, in order to give the courts jurisdiction over the taxes.
Proposed regulations relating to deficiency dividends paid by certain
regulated investment companies (RICs) and real estate investment trusts
(REITs), appeared in the 3/31/80 Fed. Reg., pp.20925-30. Changes to the
applicable tax law were made by the Tax Reform Act of 1976 and by the
Revenue Act of 1978. Written comments and requests are due by 5/27/80.
For additional information contact Charles M. Whedbee at 202/566-3458.
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SPECIAL:

FEDERAL REGULATION OF GOVERNMENT SECURITIES PROPOSED

Legislation to mandate the first Federal regulation of the government securities
market has been proposed by Sen. Harrison Williams/~Jr. (D-NJ) in response
to recent episodes of fraud in the government-guaranteed securities
industry (see the 4/1/80 Cong. Pec., pp. S3346-52). S. 2515, The Govern
ment Guaranteed Securities Acts Amendments of 1980, is intended to: amend
the Federal securities laws to require the registration of brokers and
dealers in certain Government guaranteed securities with, and permit their
regulation by, the SEC and bank regulatory agencies; establish the Govern
ment Securities Rulemaking Board, a new seven member self-regulatory
organization to exercise primary rulemaking authority with respect to such
dealers to promote just principles of trade and ethical business practices;
and, encourage the creation of a centralized clearing facility open to all
participants in this market place. According to Sen. Williams, "the over
all securities industry is generally sound, there have been problems of
late with the trading of certain forwards. Speculation, overcommitment,
inadequate credit, fraud and misrepresentation are among the problems which
have arisen and which I believe must be eradicated if we are to maintain
the health of this valuable source of mortgage money."

For additional information contact:
Gina Rosasco, Jim Kovakas, Nick Nichols
or Teresa Travers at
202/872-8190
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